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Mexico: Second Power Auction Yields $4 Billion in
Projects; Solar and Wind Win Big

Energy officials an- tracts for clean energy generation auction Septem- We€re selected as win-
nounced 23 winning re- certificates (CELSs), and ber 22, using a computer- ~ Ners. Energy Ministry
newable energy and com- firm capacity (i.e., power ized optimization program (SENER) officials praised
bined cycle natural gas guaranteed to be available  to select winning bid- the auction for yielding
projects from Mexico’s at any time regardless of ders. According to govern- clean energy at competi-
second long-term power whether it is clean). The ment officials, 57 qualified tive prices, 30 percent less
generation reverse auc- National Center for Ener-  bidders submitted their of- than the average price in
tion, at an average price gy Control (CENACE) fers and 23 companies the first auction in

of 3.35 cents/kilowatt- ran the long-term power from 11 different countries Match. They said the pro-

hour (kWh) September jects will bring the 12

28. The Federal Electrici-
ty Commission (CFE)
sought to purchase

states with winning pro-
jects more than $4 billion
in investments over the
through the auction 15- next three years. Four

year clean power project projects with U.S. partici-

contracts, 20-year con- .
(continued on page 4)

Argentina: New Decree Establishes One-Stop Shop
Created for Trade Facilitation

The Ministry of Produc-  [VUCE]). VUCE went tal. An interagency tion oversees the new sys-
tion on October 6 issued  into effect as of Octo- committee comprised of ~ tem. A representative of
decree No. 1079, creat- ber 7 and allows traders representatives from the  the Argentine Export

ing the Single Window to submit all required Chief of Cabinet, Secre- ~ Chamber said that the new
for Foreign Trade paperwork in a stand- tary of Trade, Federal system will reduce costs for
(Ventanilla Unica de ardized, streamlined for- Tax Agency, and the importers and exporters.

Comercio Exterior mat at a single por- Ministry of Moderniza-



Mexico: Pemex Looks To Joint Ventures To Boost Deep

Water Production

Mexico’s Trion deep wa-
ter block joint tender,
has drawn interest from
major international oil
companies (IOC) that
are looking for long-term
joint operating agree-
ments with Pemex. The
tender is scheduled for
December 5, the same
date as the larger auction
(Round 1.4) of 10 deep
water blocks. Success in
finding JV partners on
this initial farm out auc-
tion, could attract even
more interest in future
auctions based on the
productive capacity of
the fields. The terms of
the upcoming deep water
auction do not require
IOC:s to partner with
Pemex, owner of nearly
81 percent of Mexico’s
hydrocarbon reserves.
The Trion block sits
close to the maritime
border with the United
States and has estimated
reserves of 480 million

barrels of light crude.

The farm-out contract
partners are selected
through a public solicita-
tion conducted by the
CNH. Pemex selects the

fields for which it seeks
to partner, and then inter-
ested participants must
satisfy certain financial
and technical-expertise
requirements to prequali-
ty. CNH assesses the
requirements while also
weighing the opinion of
Pemex. CNH set high
financial standards for pre
-qualification that only
large IOCs could

meet. For example, the
operator must show evi-
dence of assets totaling
$25 billion and an invest-
ment-grade credit rating
or a total equity of $5 bil-
lion. Interested compa-
nies must show good
faith by paying a $750,000
registration fee plus $1.6
million for access to the
CNH data library of geo-
logical and seismic infor-
mation. Once completed,
CNH and SENER ap-
prove applications and
announce “pre-qualified”
bidding candidate compa-
nies. Pemex is not part of
the decision-making pro-
cess, but by joining with a
partner it gains access to
modern technology and
production manage-
ment. Each farm-out
block’s particular struc-

ture, potential productivi-
ty, investment require-
ments, and risks detet-
mine its contract struc-
ture. In every case, the
majority-holding joint op-
erator, rather than Pemex,
gets total operating con-
trol over production and
the field. Winning com-
panies have up to four
years to begin exploration,
with up to two, three-year
extensions possible. Con-
tracts last for a minimum
of 35 years and a maxi-
mum of 50. After 50
years, the fields will return
to the government’s con-
trol.

Officials estimate it will
take $11 billion to develop
the Ttion field which lies
just 25 miles south of the
U.S. maritime bot-

der. Trion is part of the

transboundary Perdido
Fold Belt, discovered in
2014 and believed to con-
tain approximately 30 bil-
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lion barrels of oil on the
Mexican side. As part of
the partnership, Pemex
will receive $454 million
for work it has already
performed exploring the
field, which Pemex
claims has reserves at
depths of 2,200-2,500
meters (7,200-8,200
feet).

Ten companies have
prequalified with CNH
and SENER to partici-
pate in the Trion ten-
der. Companies may bid
as a sole majority opera-
tor (60/40 split with
Pemex) or bid as a con-
sortium with a second
operator (minority), as
well as a non-operating
financial backer. No
company may participate
in more than one

bid. Experts believe the
ten pre-qualified bidders,
some of whom must
work together, are likely
to produce only two to
three bids for the De-
cember 5 farm-out ten-
der. CNH extended the
public comment period
for contract terms, and
the finalized contract
terms were announced
October 28.
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Industry Input Leads
CNH to Adjust Contract
Terms

In response to IOC lob-
bying, both individually
and collectively through
the local oil and gas pro-
ducers’ association
(AMEXHI), CNH made
the following notable
changes to the contract
terms:

Allowing companies to
participate as individual
bidders. Individual bid-
ders must have the fol-
lowing split: Pemex 40
percent and appointed
majority operator 60
percent.

Participating interest
percentages were also
adjusted: Pemex 40 per-
cent down from 45 per-
cent; lead operator 30

Lithium Discovery in Guyana

Guyana’s Ministry of
Natural Resources
(MNR) recently an-
nounced the discovery of
lithium in Guyana’s ad-

ministrative regions I, 111,
1V, and V, all of which are
situated on the Atlantic
coast. The government of
Guyana tapped the Geology

percent minimum; sec-
ond operator 10 per-
cent minimum; non-
operator (financial
backer) 10 percent

maximum.

The required second-
ment of Pemex person-
nel to the majority op-
erator was reduced
from 20 to 15 percent.
Pemex will assume lia-

bility for pre-existing

and Mines Commission to
serve as the government’s
agency charged with moni-
toring exploration efforts
that will determine if the

damages in the Trion
block.

e The seat of arbitration
previously proposed
for Mexico City was
moved to Calgary,
Canada.

quantity is of commercial
scale. The MNR stated that
the government would seek
investors eager to develop
lithium in the near future.

Brazil: Pre-Salt Oil Bill to Open Offshore Oil and Gas

Production

On October 5, Brazil’s
lower house overwhelm-
ingly passed a long-awaited
bill (PL.-04567/2016) that
removes restrictions on

offshore oil and gas pro-
duction and reshapes state-
owned oil company
Petrobras’s role in Brazil’s
deep water “pre-salt” oil
and gas fields. The bill
amends a 2010 law to al-
low greater international
oil companies (IOC) par-

ticipation in offshore
exploration and produc-
tion in future pre-salt
auctions. The 2010 law,
known as the pre-salt
law in Brazil, required

Petrobras to serve as sole
operator and minimum
30 percent equity holder
in all offshore pre-salt oil
and associated gas

fields. While Petrobras

still maintains right of first
refusal under the new law,
its previous production and
equity requirements have
been removed. The bill ef-
fectively allows IOCs to
operate in pre-salt fields
without Petrobras’s partici-
pation and keeps existing
pre-salt royalty structures in
place, regardless of whether
Petrobras or an IOC oper-
ates a field.


http://www.camara.gov.br/proposicoesWeb/fichadetramitacao?idProposicao=2078295

Mexico (continued from page 1)

pation were selected.

The total winning projects add up
to 1,187 MW of firm capacity, 9.3
million CELs, and 8.9 million
MWh per year of clean power,
over 80 percent of what CFE
sought to obtain through the auc-
tion. Seventy percent of the firm
capacity will come from natural gas
combined cycle plants. For this
second auction, CFE sought 67
percent more power than it did via
the first auction. Experts note in
the first auction no firm capacity
bids were awarded because the
acceptable price ceiling was too
low. Consequently, in the second
auction CFE tripled the requested
firm capacity and raised the price
ceiling by 8.8 times. In July, CEN-
ACE announced CFE’s purchase
offers for the auction, which were
10.6 million MWh for the 15-year
contracts for energy, and 10.6 mil-
lion CELs for 20-year con-

tracts. CFE’s firm capacity offers
settled at 1,483 MW.

Long-Term Power Auctions: Mod-

ernizing Mexico’s Power Sector

Energy analysts say the auctions
are essential to rapidly mobilize
and finance clean energy projects
to meet national clean energy tar-
gets: 25 percent by 2018 and 35
percent by 2024. SENER officials
said the recent auction took into
account lessons learned from the
previous process and over 2,000

comments from auction partici-

pants. A key lesson learned was
understanding what appealed to
bidders. In the first auction, SEN-
ER focused on specific locations
in need of power (enhanced by
pricing advantages). This led to a
concentration of projects in the
state of Yucatan. In contrast, the
second auction offered minimal
geographic price adjustments. It
led to project bidding in a diversity
of Mexican states: Tamaulipas,
Aguascalientes, Sonora, San Luis
Potosi, Oaxaca, Nuevo Leon, Chi-
huahua, Coahuila, Guanajuato,
Puebla, Morelos, and Baja Califor-

nia.

According to SENER, 34 power
generation companies entered the
Mexican market as a result of the
first two long term power auctions
and are making a total investment
of $6.6 billion. The third long
term power auction, scheduled for
April 2017, will mark another first
for Mexican power auctions: it
will be open to third party buyers
other than CFE. In addition to
long term power auctions, GOM
officials are also promoting clean
energy in the competitive electrici-
ty market through short term auc-
tions and direct agreements be-
tween qualified users and suppli-
ers. Government officials said
they are developing the rules for
these two-party agreements be-
tween qualified users and energy
providers, and the rules should be

ready by mid-2017 further open-

Page 4

ing the market particularly to smaller

players.

Mexico’s Clean Energy Landscape

Mexico has enormous potential to
develop almost all renewable re-
sources, a trend enhanced by the
country’s ongoing energy reform,
which is reducing barriers to entry for
new generators and new technolo-
gies. According to SENER, Mexico
generated 20.3 percent of its electrici-
ty from clean sources in 2015, keep-
ing the country on the path to reach
its intermediate target of 25 percent
of its electricity from clean sources by
2018, as established by the Energy
Transition Law (LTE). In 2015, Mex-
ico generated almost 63,000 gigawatt
hours of clean energy. Despite this
capacity growth, clean energy genera-
tion fell 3.7 percent in 2015, mainly as
a result of reduced hydropower from
lower rainfall caused by the “El
Nino” weather phenomenon (Figure
1). In 2015, the contribution of re-
newables to the grid comprised of 10
percent hydroelectric, 2.8 percent
wind; 2 percent geothermal; 0.5 per-
cent bagasse and biogas; and less than
0.1 percent solar. The remaining
clean energy contribution was 3.7 per-
cent from nuclear and 1.2 percent
from efficient co-generation.



Other resources for anyone interested in

overseas business news:

and “Look South” websites:

http://export.gov/tradeamericas/index.asp

http://export.gov/tradeamericas/looksouth/index.asp

For Caribbean and Latin American Markets, the Department of Com-
merce has many resources to assist U.S. firms including market research, trade
show calendars, trade delegation calendars, etc. Check out their “Trade Americas”

Buqne QUSA

" Cannect. Grow.

The U.S. Government’s main website to assist U.S. businesses at home and
abroad. URL at http://business.usa.gov/

Unned Srates Department of State

ABIDS

Business Information Database System

The Business Information Database System (BIDS) is a portal built to help
U.S. businesses learn about significant international commercial opportunities.
The site connects U.S. business to detailed information about each project as
well as information to contact U.S. embassies overseas. URL at http://

bids.state.gov/

Direct Line@

For American Business

The Direct Line program provides a unique opportunity for American busi-
nesses, particularly small- and medium-sized enterprises, to engage directly via
webcast with U.S. Ambassadors overseas. The program is open to U.S. compa-
nies — whether they are already in the country where the Ambassador serves or
if they are interested in expanding their businesses there. Webcasts will vary in
topic according to the specific needs for business in a given country. URL at
http:/ /www.state.gov/directline/

PLEASE TELL US HOW
WE ARE DOING

Overseas Business Insights is for you.
Tell us how we can improve it, what
you think of it, what you are interested
in hearing about in the future, etc.

Contact us at WHA-OBI@state.gov

All issues of Overseas Business In-
sights are available upon request. Just
email us at the above address.

DISCLAIMER: The U.S. Department of State
provides the information contained in the Over-
seas Business Insights newsletter solely for our
readers’ information. Every effort has been made
to provide accurate and complete information.
However, neither the U.S. government nor the
Department of State guarantees or assumes any
legal liability for the accuracy, completeness, or
usefulness of any information disclosed in the
Opverseas Business Insights newsletter.
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